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SUBJECT: GOJ WITHDRAWS WAGE GUIDELINES 

REF: KINGSTON 4968 

1. FOLLOWING A MEETING BETWEEN TRADE UNIONS AND A GOVERNMENT 
NEGOTIATING TEAM AUGUST 29, THE GOJ HAS WITHDRAWN THE WAGE 
GUIDELINES IMPOSED IN JULY. THE GUIDELINES, WHICH HAD BEEN 
SHARPLY CRITICISED BY ALL MAJOR TRADE UNIONS, (SEE REPTEL) 

WERE IMPOSED IN PARTIAL PULPILLMENT OP IMF CONDITIONS FOR A 
STANDBY FINANCING FACILITY. 


2. ACCORDING TO AN AGENCY POR PUBLIC INPORMATION NEWS 
RELEASE, NEW GUIDELINES WILL BE PUT INTO EPPECT NEXT WEEK 
POLLOWING PURTHER DISCUSSIONS BETWEEN THE GOVERNMENT AND THE 
TRADE UNIONS. THE RELEASE STATES THAT IT HAS ALREADY BEEN 
AGREED THAT THE NEW GUIDELINES WILL NOT SET ANY LIMITS 

ON WAGE INCREASES GRANTED BY WAGE TRIBUNALS AND THAT THE 
CONPIDENTIAL 
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$10 PER WEEK CEILING ON WAGE INCREASES WILL BE ELI- 
MINATED WHEN SUCH ACTION CAN BE JUSTIPIED ON THE BASIS 
OP COST OF LIVING INCREASES, ABILITY TO PAY, AND 
COMPARABILITY. 

3. EMBASSY COMMENT: THE EASE WITH WHICH THE 
GOVERNMENT FOLDED ON ITS WAGE GUIDELINES IS LESS ATTRI- 
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BUTABLE TO THE POTENTIAL FOR INDUSTRIAL UNREST THAN 
IT IS TO THE NEED FOR HARMONY AS THE PNP GOES INTO 
ITS ANNUAL CONFERENCE NEXT WEEK. A CONFRONTATION 
WITH THE UNIONS WOULD HAVE PROVIDED AMMUNITION TO THE 
RADICAL ELEMENTS OF THE PNP AT THE CONFERENCE, WHERE 
IMPORTANT DECISIONS ON THE FUTURE MOVEMENT OF THE 
PARTY MAY BE REACHED. WHETHER THE GOJ CAN REVERSE 
ITSELF AFTER THE PARTY CONFERENCE AND REIMPOSE A 
STRICT WAGE POLICY IS PROBLEMATIC. ALTHOUGH IT IS 
TOO EARLY TO JUDGE THE FORM OF THE NEW GUIDELINES TO 
BE PROMULGATED NEXT WEEK, IT WOULD APPEAR THAT THEY 
WILL BE SIGNIFICANTLY MORE LIBERAL THAN THE GUIDE- 
LINES PREVIOUSLY IN EFFECT. ACCORDINGLY, THE GOJ 
IS RUNNING A SERIOUS RISK OF VIOLATING THE TERMS OF 
ITS AGREEMENT WITH THE IMF. IF MAJOR PRIVATE SECTOR 
WAGE INCREASES ARE ALLOWED, THERE WILL BE SIGNIFICANT 
PRESSURE ON THE GOJ TO ELIMINATE THE FREEZE ON PUBLIC 
SECTOR WAGES, A MOVE WHICH WOULD BRING ABOUT INEVI- 
TABLE INCREASES IN THE UNFINANCEABLE BUDGET DEFICIT. 

ANY OF THESE DEVELOPMENTS WOULD MAKE IT ALL BUT IMPOS- 
SIBLE FOR THE GOJ TO MEET IMF PERFORMANCE CRITERIA. 
IRVING 
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